
STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

Aeroj  eL-GeneraI Corporat ion

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Corpora t ion  Franch ise  Tax

under Art ic le 9A of the Tax Law

f o r  t h e  F l Y l E  1 I / 3 0 / 7 2 - 1 1 / 3 0 / 7 4 .

AFFIDAVIT OF MAITING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

7th  day  o f  Ju ly ,  1980,  he  served the  w i th in  no t ice  o f  Dec is ion  by  cer t i f ied  mai l

upon Aerojet-General  Corporat. ion, the pet. i t ioner in the within proceeding, by

enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led  pos tpa id  wrapper  addressed as

f o l l o w s :

Aero j et-General- Corporation
9100 East Fl-air  Dr i -ve
El Monte, CA 91734

and by  depos i t ing  same enc losed in  a  pos tpa id  p roper ly  addressed wrapper  in  a

(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus tody  o f  the

United States Postal  Service within the State of New York.

That deponent further says that the said addressee is the pet i t ioner herein

and that the address set forth on said r^Trapper is the lasL known address of the

pet i t ioner . -\

7
Sworn to before me this I

7 t h  d a y  o f  J u l y ,  1 9 8 0 .

7



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the pet i t ion

o f

Aeroj  et-General  Corporat ion

for Redeterminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Corporat ion Franchise Tax

under Art ic le 9A of the Tax law

AFFIDAVIT OF MAITING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

7th  day  o f  Ju ly ,  1980,  he  served the  w i th in  no t . i ce  o f  Dec is ion  by  cer t i f ied  mai l
upon Yvonne E- Si lver the representat ive of the pet i t ioner in the within
proceed ing ,  by  enc los ing  a  t rue  copy  thereo f  in  a  secure ly  sea led  pos tpa id

wrapper  addressed as  fo l lows:

CPA Yvonne E. Si lver
c/o Aerojet-General  Corporat ion
9 1 0 0  E .  F l a i r  D r i v e
El Monte, CA 91734

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(pos t  o f f i ce  o r  o f f i c ia l  depos i to ry )  under  the  exc lus ive  care  and cus tody  o f  the

United States Postal  Service within the State of New york.

That deponent.  further says that the said addressee is the representat ive of

the pet i t ioner herein and that Lhe address set forth on said wrapper is the last

known address of the representat ive of the pet i t ioner
-.-

Sworn to before me this

7 th  day  o f  Ju Iy ,  1980.

\  /  /  , i

I 'u-f Itr-- l '- (l /)c', ,,-/<

for  the T/Y/E 71/3a/ j2-11/3a/74

t-. -,,t-t--'l--1 7-4)



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

Ju ly  7 ,  1980

Aeroj et-General  Corporat ion
9100 East  F Ia i r  Dr ive
EI  Monte ,  CA 91734

Gentlemen:

P lease take  no t ice  o f  the  Dec is ion  o f  the  Sta te  Tax  Commiss ion  enc losed
herewith.

You have now exhausted your r ight of  review at the administrat ive level.
Pursuant to sect ion(s) 1090 of the Tax Law, dtry proceeding in court  to review
an adverse decision by the State Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  PracLice Laws and Rules, and must be commenced in the
Supreme Court of  the State of New York, Albany CounLy, within 4 months from
the da te  o f  th is  no t ice .

Inquir ies concerning the computat ion of tax due or refund al lowed in
accordance w i th  th is  dec is ion  mav be  addressed to :

NYS Dep t .  Taxa t i on  and  F inance
Depu ty  Commiss ione r  and  Counse l
A lbany ,  New York  12227
Phone # (518) 457-624A

Very Lruly yours,

STATE TAX COMMISSION

cc:  Pet i t ioner 's  Representa t ive
Yvonne E. Si lver
c lo  Aero je t -Genera l  Corpora t ion
9 1 0 0  E .  F l a i r  D r i v e
EI  Monte ,  CA 91734
Taxing Bureau' s Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In t .he Matter of the Pet i t ion

o f

AEROJET.GENEML CORPOMTION

for  a  Redetermina l ion  o f  a  Def ic iency  or  fo r
Refund of Franchise Tax on Business Corporat ions
under Art ic le 9-A of the Tax Law for the Fiscal
Years  End ing  November  30 ,  1912,  November  30 ,
1973 and November  30 .  1974.

DECISION

Aero je t -Genera l  Corpora t ion ,  9100 East  F la i r  Dr ive ,  E l  Monte ,  Ca l i fo rn ia

91734, f i led a pet i t ion for redeterminat ion of a def ic iencv or for refund of

franchise tax on business corporat ions under Art ic le 9-A of the Tax Law for

the f iscal  years ending November 30, 7972, November 30, 1973 and November 30,

797 4 .

Pet i t ioner requested that this matter be submitted to the State Tax

Commiss ion  fo r  a  dec is ion  based upon the  f i le  as  i t  i s  p resent ly  cons t i tu ted .

ISSUES

I .  Whether  the  proper ty  fac to r  o f  the  bus iness  a l loca t ion  percentage

used by  the  Aud i t  D iv is ion  based upon ne t  book  va lue  o f  pe t i t ioner 's  tang ib le

assets ,  insLead o f  cos t  va lue ,  was  proper .

I I .  Whether interest and dividend income from subsidiary and investment

capital  and capital  gains received in other than the regular course of business

Idere  proper ly  exc luded as  "o ther  bus iness  rece ip ts .  "

FINDINGS OF FACT

1.  Aero je t -Genera I  Corpora t ion  (herea f te r  re fe r red  to  as  "Aero je t " ) ,  an

Ohio  corpora t ion  w i th  headquar te rs  loca ted  a t  E l  Monte ,  Ca l i fo rn ia ,  i s  a

whol ly owned subsidiary of the General  Tire & Rubber Company. I ts pr incipal



- 2 -

business operat ions include aerospace design, development and manufactur ing

for the United States Government,  and the manufacture of a range of industr ial

and comrnerc ia l  p : roduc ts .  Aero je t  ren ts  fac i l i t i es  s i tua ted  in  Scarsda le ,

Garden City and Nfew York City,  New York, and at other locat ions in the United

S t a t e s .

2. The pet:Lt ioner f i led franchise tax returns for the f iscal  years

ending November 30, 7972, November 30, 1973 and November 30, 1974. As a

result  of  a f ie lct  audit  covering the aforementioned tax periods, a Not ice of

Def ic iency  was issued on  March  25 ,  1976,  impos ing  add i t iona l  f ranch ise  tax  in

the  amount  o f  $15,437.00 ,  inc lud ing  in te res t .  Pe t i t ioner  L ime ly  f i led  a

pet i t ion for rede,terminat ion of said def ic iency. On or about December 15,

7976,  pe t i t ioner  pa id  $15,810.34 ,  the  amount  s taLed in  the  Not ice  o f  Def ic iency

plus addit ional interest,  under protest and now seeks a refund thereof.

3 .  The Not ice  o f  Def ic iency  is  based upon:

(a) disal lowance of the cost.  basis and using instead the net
book value in connect ion with the property factor of business al locat ion
percentages and

(b)  excJ-us ion  o f  in te res t ,  d iv idends  and ga in  on  sa le  o f  asse ts
as adjusted from other business receipts received in the regular
course of business but included in the apport ionable income.

4. Aerojet contends that the or iginal  cosL closely conforms to the

appraised fair  market value of i t .s real  and tangible personal property used

for insurance purtr)oses. The fol lowing is a comparison of the histor ical  cost.

net book value ancl appraised value for purposes of casualty insurance:

17 /  30  /7  4
17 /30 /73
17 /30172

His tor ica l  Cos t

$L7 4  ,o r7  ,234 .00
183 ,980 ,691  .  00
182 ,318 ,475 .00

Net Book Value

$63 ,204 ,018 .00
67  ,01 .4 ,403  .00
66  , 356 ,413 .00

Appra ised
Ins.  Value

$202  , 509  , 97  4  . 00
188  ,969  ,680  .  oo
179 ,551 ,918 .00
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5 .  The pe t i t ioner  contends  tha t  s ince  the  cash is  bus iness  cap i ta l ,

income related to the short  term investment of this capital  should be properly

inc luded in  the  bus iness  a l locaL ion  percentage.

6. The pet i t ioner did not.  ident i fy "miscel laneous" receipts and account

fo r  the i r  a l loca t ion .

CONCIUSIONS OF IAW

A. That the Audit  Divis ion properly based the property factor of the

bus iness  a l loca t ion  percenLage on  the  "ne t  book  va lue"  o f  pe t i t ioner 's  tang ib le

assets  w i t .h in  the  in ten t  and mean ing  o f  sec t ion  210.3(a) (1 )  o f  the  Tax  Law and

sec t i -on  4 .13(b)  o f  the  Bus iness  Corpora t ion  Franch ise  Tax  Regu la t ions ,  now 20

NYCRR S 4-3 .1(b) ,  s ince  pe t i t ioner  has  cons is ten t ly  used "ne t  book  va lue"  in

i ts  computa t ion  o f  to ta l  cap i ta l .

B .  The rece ip ts  f rom the  sa le  o f  cap i ta l  asse ts  a re  no t  bus iness  rece ip ts

and are not.  included in the receipts factor of the business al locat ion percentage

(sec t ion  4 .23(b)  o f  Bus iness  Corpora t ion  Tax  Regu la t ions ,  in  e f fec t  dur ing  the

years  in  i ssue,  no lv  20  NYCRR 4.46(b) .

C. That subsidiary income and investment income do not const i tute business

receipts and may not be included in the computat ion of the business al locat ion

p e r c e n t a g e  ( s e c t i o n  2 1 0 . 3 ( a ) ( 3 )  o f  t h e  T a x  L a w ) .

D.  That  s ince  pe t i t ioner  fa i led  to  ident i f y  "misce l laneous"  rece ip ts  and

account  fo r  the i r  a l locaL ion ,  the  Aud i t  D iv is ion  proper ly  exc luded same f rom

Lhe rece ip ts  fac to r .

B .  That  the  pe t i t ion  o f  Aero je t -Genera l  Corpora t ion  is  den ied .

MMISS]ONER

SSIONER

'^ilil 
ri t"lgoew York


